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INSTRUCTIONS TO CANDIDATES 
 
1. This paper consists of 6 pages. 
 
2. You are reminded that answers may not be written in pencil.  No tippex may be used. 
 
3. Show all calculations clearly and round to the nearest Rand. 
 
4.       DO QUESTION 1 in a BLUE BOOK and QUESTIONS 2 and 3 in a GREEN BOOK 
 
 
 
 
 
 
 
 
 
 
 
QUESTION 1 (94 MARKS) 
 
DO THIS QUESTION IN A BLUE BOOK 
 
On 31 October 2014, Mr Pookaburra (hereafter Mr P), (63 years old) passed away.  Up to the date of 
his death he was in the employ of A Ltd (a registered VAT vendor). The following pertains to his 
2015 tax year.  He is married out of community of property, with the accrual system.   
 
A. His package with A Ltd (up to the date of his death) was as follows: 
 ● A cash salary of R35 000 per month. 
 
 ● A reimbursive travel allowance of R8 per kilometer.  Mr P kept accurate records of his 
travels, and his logbook shows that he has travelled 8 000 kilometers for private purposes 
and 6 000 kilometers for business purposes between 1 March 2014 and 31 October 2014.  
Mr P drives a Mercedes Benz, which had cost him R750 000 (including VAT) three years 
ago. Mr P kept accurate records of his fuel expenses, which came to R27 500 for the 
period 1 March 2014 to 31 October 2014. 
 
 ● Mr P was a member of a provident fund (Fund A) up until 31 October 2014.  He 
contributed 8,5% of his cash salary to the fund every month.  A Ltd matched Mr P’s 
contributions (made the same contribution as Mr P to the fund every month).  Details of 
these contributions are as follows: 
   R    
  Up to 28 February 2014 : Mr P 850 000 
   : A Ltd 850 000 
  2015 tax year : Mr P 23 800 
   : A Ltd 23 800 
 
  The provident fund paid out a lump sum to Mr P’s estate of R950 000 on 20 February 
2015. 
 
 ● Mr P was also a member of a retirement annuity fund (RAF) until 31 October 2014.  His 
monthly contributions for the 2015 tax year to the RAF was R7 500, of which R2 500 
was paid by A Ltd.  Up to 28 February 2014, all of his contributions were allowed as 
deductions under section 11(n).  The RAF paid out a lump sum of R800 000 to Mr P’s 
estate on 25 February 2015. 
 
B. Other information: 
 ● Mr P owned shares in a SA listed company, CEF Ltd.  He purchased the shares on 1 March 
2014 with a loan from his employer (A Ltd) at an interest rate of 4% (simple interest).  
The shares cost R400 000.  Net dividends on these shares of R10 000 and R15 000 was 
paid on 1 October 2014 and 1 January 2015 respectively.  On 1 November 2014 A Ltd 
waived the repayment of the loan and the interest. 
 
 ● Mr P was not a member of a medical aid, but had a lot of medical expenses because of 
his illness.  These expenses were as follows: 
   R    
  Hospital fees  160 000 
  Consultations with a specialist 40 000 
  Over-the-counter medicine 5 500 
 
  All three the above amounts include VAT.  All of the expenses were paid by Mr P (except 
for the hospital fees which were paid by the executor of the estate). 
 
 ● Mr P held (throughout the 2015 tax year) a fixed deposit of R250 000 with a SA bank.  It 
pays interest at 8% per annum (simple interest).  The bank paid out the interest, together 
with the R250 000, to the estate of Mr P on 28 February 2015. 
 
C. Assets: 
 ● Mr P lived his whole life in a house in Sandy Bay.  He purchased the house on 30 
September 1997 for R5 000 000.   
 
 ● Mr P purchased a speedboat of 11 metres on 1 December 2003 for R100 000. 
 
D. The market value of the assets owned by Mr P was as follows on 31 October 2014: 
   R    
 House in Sandy Bay  12 000 000 
 Speedboat  50 000 
 Shares in CEF Ltd  500 000 
 Mercedes Benz  400 000 
 
E. The executor liquidated the estate as follows (assume that all the transactions took place on 
28 February 2015): 
 ● The house in Sandy Bay was sold for R7 100 000.  Selling expenses of R20 000 (including 
VAT) was incurred. 
 
 ● The speedboat was sold for R45 000. 
 
 ● The shares in CEF Ltd was left to his aunt.   
 
 ● Cash of R100 000 was left to his wife. 
 
 ● The Mercedes Benz was sold for R385 000 
  
F. Assume, just for purposes of calculating the accrual, that Mr P and Mrs P had the following 
net assets: 
    Mr P   Ms P   
 Net assets on date of marriage  500 000 2 000 000 
 Net assets on date of Mr P’s death 6 000 000 5 000 000 
 
REQUIRED: 
a) Calculate the income tax liability of Mr P.                                                                       (64) 
 
b) Calculate the income tax liability of Mr P’s estate.                                                        (15) 
 
c) Calculate the estate duty payable.                                                                                   (15) 
 
 
 
 
 
QUESTION 2               (25 MARKS) 
 
DO THIS QUESTION IN A GREEN BOOK 
 
Mr Blue, Mr White and Mr Black had been carrying on business in a partnership for years.  They 
share profits equally between them.  The following represents the Statement of Profit or Loss for the 
partnership for the year ended 28 February 2015:  
 Notes R 
Sales   8 500 000 
Cost of sales   (3 200 000) 
Interest received – fixed investment   50 000 
Interest paid: Capital account – Mr Blue   (8 000) 
Bad debt recovered 1  4 500 
Profit on sale of building 2  225 000 
Salaries: Mr Blue 3  (800 000) 
  Mr White   (400 000) 
  Mr Black   (400 000) 
Life insurance premiums 4  (72 000) 
Net profit   3 899 500 
 
1. Bad debt recovered 
 The bad debt recovered is from a credit sale in 2009, when Mr Blue and Mr White were the 
only partners. They shared profits equally between them.  The debt was written off in 2010, by 
which time Mr Black had not become a partner yet.   
 
2. Profit on sale of building 
 On 1 November 2014, the partnership sold a manufacturing building (building A) for 
R5 000 000.  The building was purchased and taken into use on 1 September 2000 at a cost of 
R4 500 000 from XYZ Ltd.  XYZ Ltd claimed allowances in terms of section 13(1) at 10%.  
The market value of building A on 1 October 2001 was R4 000 000. 
 
3. Salaries 
 SARS considers Mr Blue’s salary to be excessive in relation to the services he renders to the 
partnership.  SARS considers a salary of R400 000 to be market-related. 
 
4. Life insurance premiums 
 The premiums are in respect of a joint survivorship-policy. 
 
REQUIRED: 
Calculate the taxable income of Mr Blue for the 2015 tax year.  Start your calculation with the net 
profit per the Statement of Profit or Loss of R3 899 500. Ignore VAT for this question. 
 
 
 
QUESTION 3                (31 MARKS) 
 
DO THIS QUESTION IN A GREEN BOOK 
 
Klara met Petros on a bus whilst travelling Europe.  Both are young professionals.  Klara is a South 
African resident and Petros is from Greece.  They fell in love on this trip, kept contact via Skype and 
a year later decided to get married. They are married out of community of property. 
 
Klara is a family person and wants to stay in SA.  Petros is willing to move to SA but is worried about 
the tax implications if he immigrates to SA. 
 
Petros prepared a summary of income and asked Klara to advise him on his tax affairs if he decides 
to make SA his permanent home. The summary consisted of the following: 
 
1. Salary from Bank of Greece – the Bank of Greece agreed that he can transfer to the SA branch 
and continue his normal duties in SA. 
 
2. Royalty income – Petros invented a micro chip in Greece which transfers money from one ATM 
to another when inserted into the ATM,  this was the first of its kind in  the world.  A SA bank 
contacted him a few years ago to buy the patent rights to develop a similar chip in SA. The SA 
bank pays the royalty once a year at the end of December. 
 
3. Rental income from property in Malta – Petros rents  the property out to holiday makers. 
 
4. Dividend income – Petros and his Dad owns a company in Greece that manufactures leather 
goods.  Petros holds 51% of the business shares and his dad the rest.  Petros gets a yearly gross 
dividend of Euro 150 000. 
 
5. Interest from long term deposit account from the Bank of Greece.  He has Euro 220 000 in the 
bank and he earns 1.25% interest per annum.  Due to the economic crisis in Greece he wont be 
able to change the terms of this deposit and will have to leave Euro 200 000 in Greece. 
REQUIRED: 
A. With regards to NOTE 2 only, discuss the SA tax implications for Petros before he becomes a SA 
resident.  Cleary state who is responsible and liable for tax and as well as the dates on which the 
taxes are due.                               (8) 
B. Discuss the SA tax implications of all receipts if Petros makes SA his permanent home after 
marrying Klara on 5 Januray 2015 in Cape Town. If a specific type of tax over and above normal 
income tax is applicable – cleary state it.                                      (15) 
C. Explain to Petros why, how and when he will need to register and pay  provisional taxpayer  (5) 
 
PART B 
 
On the day the couple got married – Petros created a discretionary SA inter-vivos trust and donated 
his property in Malta to the trust.  He did that to ensure that if something happens to him that Klara 
will have enough money to pay the bond on the house in Cape Town. 
 
REQUIRED: 
Discuss with reference to the Income Tax Act whether there will be any specific anti avoidance 
provisions that SARS can use to tax the rentals earned from the property in Malta in the hands of 
Petros.                                  (3) 
 
 
 
 
 
 
RETIREMENT FUND LUMP SUM WITHDRAWAL BENEFITS 
 
Taxable Income (R) Rate of Tax (R) 
 
0 – 25 000  0% of taxable income 
25 001 - 660 000 18% of taxable income above 25 000 
660 001 - 990 000 114 300 + 27% of taxable income above 660 000 
990 001 and above 203 400 + 36% of taxable income above 990 000 
 
 
RETIREMENT FUND LUMP SUM BENEFITS OR SEVERANCE BENEFITS 
 
Taxable Income (R) 
 
Rate of Tax (R) 
0 – 500 000 0% of taxable income 
500 001 - 700 000 18% of taxable income above 500 000 
700 001 – 1 050 000 36 000 + 27% of taxable income above 700 000 
1 050 001 and above 130 500 + 36% of taxable income above 1 050 00 
 
 
TRAVELLING ALLOWANCE 
 
Value of the 
vehicle 
(including VAT) 
(R) 
 
Fixed cost 
(R p.a.) 
 
Fuel cost 
(c/km) 
 
Maintenance 
cost (c/km) 
 
0 - 80 000 25 946 92.3 27.6 
80 001 - 160 000 46 203 103.1 34.6 
160 001 - 240 000 66 530 112.0 38.1 
240 001 - 320 000 84 351 120.5 41.6 
320 001 - 400 000 102 233 128.9 48.8 
400 001 - 480 000 120 997 147.9 57.3 
480 001 - 560 000 139 760 152.9 71.3 
exceeding 560 000 139 760 152.9 71.3 
 
NATURAL PERSONS, ESTATES AND SPECIAL TRUSTS  
Tax rates (year of assessment ending 28 February 2015) 
 
Taxable Income Rate of Tax 
0 – 174 550 18% of taxable income  
174 551 – 272 700 31 419 + 25% of taxable income above 174 550 
272 701 – 377 450 55 957 + 30% of taxable income above 272 700 
377 451 – 528 000 87 382 + 35% of taxable income above 377 450 
528 001 – 673 100 140 074 + 38% of taxable income above 528 000 
673 101 and above 195 212 + 40% of taxable income above 673 100 
 
 
